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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Ed  Harrington 
Controller 


Monique  Zmuda 
Deputy  Controller 


December  20,  2006 

Richard  Newirth,  Director  of  Cultural  Affairs 
San  Francisco  Arts  Commission 
25  Van  Ness  Avenue,  Suite  240 
San  Francisco,  CA  94102 

Dear  Mr.  Newirth: 

The  Office  of  the  Controller  presents  its  report  on  the  financial  review  of  the  African 
American  Art  and  Culture  Complex  (complex),  a  nonprofit  organization  that  is  one  of  the 
recipients  of  grant  funds  received  from  the  San  Francisco  Arts  Commission  (Arts 
Commission)  of  the  City  and  County  of  San  Francisco  (City).  The  complex  properly  spent 
the  $355,854  it  received  from  the  Arts  Commission,  and  generally  complied  with  the  City's 
requirements  for  using  the  City's  hotel  tax  funds.  However,  the  complex  needs  to  establish 
a  community  support  board  and  to  improve  some  of  its  reporting  procedures  to  ensure 
that  it  meets  legal  and  grant  requirements. 

Responses  from  both  the  complex  and  the  Arts  Commission  are  attached  to  this  report. 
The  Controller's  City  Services  Auditor-Financial  Audits  will  be  working  with  the  Arts 
Commission  to  follow  up  on  the  status  of  the  recommendations  made  in  this  report. 

Respectfully  submitted, 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  415-554-7466 


3  1223  07661  3927 


INTRODUCTION 


BACKGROUND 

Through  its  Community  Arts  and  Education  Program,  the  San 
Francisco  Arts  Commission  (Arts  Commission)  administers  four 
city-owned,  community-based  cultural  centers,  dedicated  to 
serving  the  needs  of  the  members  of  their  communities.  The 
cultural  centers  offer  educational  and  artistic  programs,  and 
provide  venues  for  gallery  exhibits.  The  San  Francisco  Municipal 
Code  authorizes  the  Arts  Commission  to  distribute  a  portion  of  the 
City's  hotel  tax  revenues  to  the  cultural  centers  for  their  operation, 
maintenance,  and  programming  activities.  In  return,  the  cultural 
centers  spend  the  funds  for  the  specified  purposes,  have  active 
community  support  boards  dedicated  to  community  outreach, 
fundraising,  and  advocacy,  and  obtain  a  minimum  amount  of 
support  (target  revenue)  from  sources  other  than  hotel  tax  funds. 

The  African  American  Art  and  Culture  Complex  (complex), 
operates  one  of  the  City's  cultural  centers.  The  center  is  located  at 
762  Fulton  Street,  San  Francisco,  and  has  gallery  spaces,  a 
theater,  a  computer  lab,  and  administrative  offices.  The  complex 
nurtures  its  community  through  Afro-centric,  artistic  and  cultural 
expression,  mediums,  education  and  programming.  The  complex 
received  additional  funding  from  private,  corporate  and  foundation 
contributors.  It  also  earned  revenues  from  rental  of  its  parking  and 
other  facilities. 

SCOPE  AND  METHODOLOGY 

The  San  Francisco  Business  and  Tax  Regulations  Code,  Section 
515.01  (hotel  tax  legislation)  requires  the  Office  of  the  Controller 
(Controller)  to  perform  a  financial  review  of  cultural  center 
operations  every  four  years.  To  conduct  the  review,  we  examined 
the  applicable  terms  of  the  grant  agreement  for  fiscal  year  2004- 
05  and  determined  whether  the  complex  had  complied  with  the 
provisions.  We  calculated  the  complex's  funding  from  sources 
other  than  hotel  tax  funds,  and  determined  whether  it  met  the 
target  revenue  stipulated  in  the  hotel  tax  legislation.  We  also 
verified  whether  the  complex: 

•  Correctly  accounted  for  all  grant  funds. 

•  Complied  with  the  requirement  for  an  active  community 
support  committee. 

•  Properly  accounted  for  and  administered  the  grant  funds. 

•  Used  the  grant  funds  for  eligible  expenses. 

•  Complied  with  reporting  requirements. 
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AUDIT  RESULTS 


THE  COMPLEX  USED  GRANT  FUNDS  CORRECTLY 
BUT  MADE  A  BILLING  ERROR 

The  African  American  Art  and  Culture  Complex  (complex)  properly 
used  the  $355,854  in  grant  funds  it  received  from  the  Arts 
Commission  from  July  1 ,  2004,  through  June  30,  2005,  to  support 
operations,  maintenance,  and  programming  for  the  complex.  The 
complex  also  used  the  funds  to  pay  its  staff  and  consultants,  to 
provide  a  variety  of  cultural  and  technical  resources  to  the 
community,  and  to  pay  for  maintenance  of  its  facility.  Finally,  the 
complex  earned  $159,823,  or  31  percent  of  its  total  revenues, 
from  sources  other  than  hotel  tax  revenues  and  exceeded  the 
target  revenue  required  by  its  grant  with  the  Arts  Commission. 

However,  the  first  claim  that  the  complex  submitted  to  the  Arts 
Commission  at  the  beginning  of  the  grant  period  contained 
calculation  errors  and  included  some  expenses  that  were 
duplicated  within  the  claim.  In  correcting  the  inaccurate  charges,  a 
program  associate  at  the  Art  Commission  made  other  errors  that 
resulted  in  the  Arts  Commission  overpaying  the  complex  by 
$1 3,1 1 6.  However,  by  the  end  of  the  grant  year,  the  complex 
incurred  eligible  expenditures  that  exceeded  the  total  amount  of  its 
grant,  and  since  the  complex  did  not  receive  any  excess  funds, 
the  initial  overpayment  was  made  up  through  subsequent  eligible 
expenditures. 

THE  COMPLEX  DID  NOT  ALWAYS  COMPLY 
WITH  LEGAL  AND  GRANT  REQUIREMENTS 

As  a  recipient  of  hotel  tax  funds,  the  complex  is  required  to  meet 
several  legal  and  grant  requirements.  While  it  generally  met  many 
requirements,  the  complex  did  not  have  an  active  community 
support  board,  did  not  reconcile  the  advances  it  received  from  the 
Arts  Commission,  and  was  late  in  filing  some  required  reports. 

No  Active  Community  Support  Board 

The  complex  did  not  meet  a  hotel  tax  ordinance  requirement  that  it 
have  an  active  community  support  board,  dedicated  to  community 
outreach,  fundraising,  and  advocacy,  that  would  meet  at  least  six 
times  during  the  grant  period.  Nor  did  the  complex  take  advantage 
of  alternatives  to  meet  this  requirement  as  allowed  in  its  grant. 
The  complex's  executive  director  explained  that  she  had 
expended  so  much  effort  in  establishing  the  complex  as  a  new 
entity  in  fiscal  year  2004-05,  that  she  had  not  had  the  time  to 
focus  on  generating  interest  for  a  community  support  committee 
and  holding  the  required  meetings. 
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No  Reconciliation  of  Advanced  Grant  Funds 

The  complex  received  an  advance  of  $52,218  and  was  required  to 
submit  a  report  to  the  Arts  Commission  no  later  than  August  31st 
following  the  end  of  the  grant  year  showing  how  the  complex  used 
the  advance.  However,  the  complex  did  not  submit  the  report  until 
we  brought  this  requirement  to  the  attention  of  the  complex. 
The  report,  which  was  ten  months  late,  showed  that  the  complex 
used  all  of  the  advanced  funds  for  eligible  expenses. 

Late  in  Filing  Some  Required  Reports 

The  complex  was  13  to  15  days  late  in  submitting  the  following 
reports: 

•  Interim  report  on  all  the  center's  activities  for  the  period  July 
2004  through  December  2004. 

•  Final  report  on  all  the  center's  activities  for  fiscal  year  2004-05. 

•  Unaudited  financial  statements  for  fiscal  year  2004-05 
submitted  within  60  days  following  the  end  of  fiscal  year. 

RECOMMENDATIONS 

The  San  Francisco  Arts  Commission  should  require  the  African 
American  Art  and  Culture  Complex  to  do  the  following: 

1 .  Submit  documentation  supporting  all  expenses  included  in 
its  requests  for  reimbursement. 

2.  Establish  an  active  community  support  board,  and  hold  the 
required  number  of  meetings. 

3.  Submit  timely  a  reconciliation  of  advanced  grant  funds  by 
August  31st  following  the  end  of  the  grant  year. 

4.  File  all  reports  required  in  its  grant  agreement  on  a  timely 
basis. 

5.  Comply  with  the  hotel  tax  and  grant  requirements. 

We  conducted  this  review  according  to  standards  established  by 
the  Institute  of  Internal  Auditors.  However,  we  limited  our  review  to 
those  areas  specified  in  the  scope  and  methodology  section  of 
this  report. 


Staff:   Deborah  Gordon,  Audit  Manager 
Edvida  Moore 
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APPENDIX 


Reports  Requested  by  the  Art  Commission 
in  its  Fiscal  Year  2004-05  Grant  Agreement 


Due 
Date 

Report 
Submitted 

Date 
Submitted 

Days 
Late 

Report 
Submitted 
On  Time 

1 

A  12-month  management 
and  programming  plan 

05/1 6/04 

Yes 

8/6/04 

83 

No 

2 

An  interim  report  on  all 
the  center's  activities  for 
me  penoa  Juiy  ^uu4 
through  December  2004 

1/31/05 

Yes 

2/1 5/05 

15 

No 

3 

A  final  report  on  all  the 
center's  activities  for 
fiscal  year  2004-05 

8/31/05 

Yes 

9/1 3/05 

13 

No 

4 

A  copy  of  the  center's 
personnel  policies  and 
procedures 

1 5  days  after 
any  change 

Yes 

(2) 

N/A(1) 

N/A 

5 

Details  about  the  center's 
officers  and  directors 

30  days  from 
any  change 

Yes 

(2) 

N/A 

N/A 

6 

Certified  copies  of  its 
articles  of  incorporation 
and  bylaws  as  well  as 
satisfactory  evidence  that 
the  center  is  a  nonprofit 
organization 

30  days  from 
any  change 

Yes 

(2) 

N/A 

N/A 

7 

Unaudited  financial 

V»S  1  lUUUllwU    III  IUI  IwlUI 

statements  for  fiscal  year 
2004-05  submitted  within 
60  days  followinq  the  end 
of  fiscal  year 

8/31/05 

\JI  W  1  /  WW 

Yes 

9/1 3/05 

W7    1  w7  WW 

13 

1  w 

No 

8 

Notice  of  public  events 

30-day  notice 

No 

(3) 

N/A 

N/A 

9 

Audited  financial 
statements 

5/31/06 

No 

(4) 

N/A 

N/A 

10 

Reconciliation  of 
Advanced  Grant  Funds 

8/31/05 

No  (5) 

6/02/06 

275 

No 

(1)  N/A  =  Not  Applicable 

(2)  According  to  the  Program  Director,  as  a  new  agency  in  FY  2004-05,  the  nonprofit  submitted  all  pertinent 
documents,  including  articles  of  incorporation  and  personnel  policies  and  procedures. 

(3)  The  Arts  Commission  allowed  the  nonprofit  to  meet  this  requirement  through  its  website's  advance  events 
calendar. 

(4)  According  to  the  Arts  Commission  management  staff,  clear  dates  were  not  provided  for  when  reports  were  due, 
nor  were  reports  and  required  materials  date-stamped  upon  receipt.  Corrective  action  has  been  taken. 

(5)  Submitted  at  Controller's  request 
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SAN  FRANCISCO  ARTS  COMMISSION 
RESPONSE  TO  THE  REVIEW: 


s 

F 

Q 

C 

Richard  Newirth 
Di rictor  of  Cultural  Affairs 


SAN  FRANCISCO  ARTS  COMMISSION 


Mr.  Edward  Harrington 
Controller 

City  Hall,  Room  316 

1  Dr.  Carleton  B.  Goodlett  Place 

San  Francisco,  California  94102-4694 


PROGRAMS 

Civic  Design  Review 
Performing  Arts 
Public  Art 
Suite  240 

Community  Arts 
&  Education 
Cultural  Equity  Grants 
Street  Artists  Licenses 
Suite  60 

Civic  Art  Collection 
Suite  70 

Arts  Commission  Gallery 
401  Van  Ness  avenue 
415.554.6080 


http://SFAC.SFSU.EDU 


Email: 

artscommission@sfgov.org 


City  and  County  of 
San  Francisco 


Mr.  Harrington: 

The  San  Francisco  Arts  Commission  has  reviewed  the  report  and 
recommendations  by  the  Financial  Audits  Division/Office  of  the  Controller  on  the 
African  American  Art  and  Culture  Complex  (AAACC)  for  fiscal  year  2004-2005. 

Based  on  the  recommendations  of  the  Controllers  Office,  the  San  Francisco  Arts 
Commission  will: 

•  Require  AAACC  to  submit  supporting  documentation  for  all  expenses 
included  in  its  request  for  reimbursement.  The  Arts  Commission  will 
spend  additional  time  reviewing  support  documentation  to  assure  that  this 
is  accomplished. 

•  Require  AAACC  to  submit  a  reconciliation  of  advanced  grant  funds  by 
August  31st  following  the  end  of  the  grant  year.  The  Arts  Commission  will 
send  email  reminders  to  all  of  the  Cultural  Centers  prior  to  all  due  dates. 

•  Require  AAACC  to  establish  an  active  community  support  board  and  hold 
the  required  number  of  meetings.  The  Arts  Commission  will  send  out 
monthly  reminders  to  all  of  the  Cultural  Centers  requesting  dates  and 
agendas  for  the  upcoming  month's  meetings.  Further,  the  Arts 
Commission  will  send  out  firm  and  clear  guidelines  for  where  and  when 
community  support  board  meeting  notices,  agendas,  and  minutes  need  to 
be  posted  and  filed. 

•  Require  AAACC  to  file  all  reports  specified  in  its  grant  agreement  on  a 
timely  basis.  Arts  Commission  staff  will  send  out  reminder  emails,  with 
relevant  forms  included  as  attachments,  prior  to  all  due  dates. 

•  Require  AAACC  to  comply  with  the  hotel  tax  and  grant  requirements 
coordinated  through  improved  oversight  of  the  grant  guidelines.  The  Arts 
Commission  will  take  steps  to  clarify  grant  and  legislative  requirements 
and  communicate  these  to  the  Cultural  Center  Directors. 

Please  do  not  hesitate  to  contact  me  should  you  need  any  additional  information. 


Richard  Newirth 
Director  of  Cultural  Affairs 


25  Van  Ness  Ave.  Suite  240.  San  Francisco,  CA.  94102      tel.  415.252.2590      fax  4  1  5.252.2595 
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AFRICAN  AMERICAN  ART  AND  CULTURE  COMPLEX 
RESPONSE  TO  THE  REVIEW: 


At n can  American  Art  Ik  ^ulxuie  v,orfiplc>t 

'DEPICTIONS  OF  CULTURE,  HISTORY  AND  PRIDE  THROUGH  ART  FORMS" 


November  29,  2006 


Board  of  Directors 

Naomi  Little 
President 

Annemarie  Comity 
Vice-President 

Newo  Mosser 
Secretary 

Patty-Jo  Rutland 
Treasurer 

Julian  Hill 

Nahiel  Musleh 

Arnold  Tnwnsend 

Darolyn  Davis 

Honorary  Board 
Members 

Willie  L.  Brown  Jr. 

Samuel  L.  Jackson 

fi'illie  B.  Kennedy 

Delroy  Undo 

Executive  Director 

London  Breed 


Edvida  Moore 

Financial  Auditor 

City  and  County  of  San  Francisco 

Office  of  the  Controller 

Financial  Audits  Division 

1  Dr.  Carlton  B.  Goodlett  Place,  Room  388 

San  Francisco,  CA  94102 

Dear  Ms.  Moore: 

I  have  received  the  draft  financial  review  dated  November  3,  2006. 
Although  I  agree  with  the  majority  of  the  report,  I  have  provided 
information  that  should  also  be  included  in  order  to  clarify  the 
African  American  Art  &  Culture  Complex  ("AAACC") 
perspective.  This  review  represents  the  first  year  that  the  AAACC 
was  in  existence  as  a  non-profit  501(c)  3  organizations,  which  may 
have  contributed  to  the  mistakes  that  were  made  by  both  the 
AAACC  and  the  San  Francisco  Arts  Commission  ("SFAC").  I 
have  provided  some  clarity  of  a  few  matters  of  concern  in  the 
review  including  the  lack  of  community  support  board  meetings, 
late  reporting  of  advance  grant  funds  and  yearly  required  audited 
financial  statements. 

Although,  the  review  accurately  represented  that  no  community 
support  meetings  were  held,  several  attempts  were  made  to  work 
with  existing  community  groups  that  served  the  AAACC  in  the 
past  to  develop  a  community  support  Board.  In  addition,  members 
of  the  Western  Addition  community  had  direct  access  to  utilize  the 
AAACC,  which  did  not  exist  in  the  past,  and  did  not  feel  the  need 
to  participate  in  any  additional  meetings. 

AAACC  requested  instructions  on  how  to  report  the  advanced 
grant  funds  for  the  SFAC;  however  the  AAACC  was  not  given 
clear  instructions  regarding  the  reporting  requirement  for  the 
advance. 


762  Fulton  Street  •  Suite  300  •  San  Francisco.  CA  •  94102  •  Phone  415-922-2049  •  Fax  4  1 5-922-5  130 
website:  www.aaacc.org  email:  info(cyaaacc.org 


The  AAACC  should  not  be  penalized  for  not  providing  this  information  in  a 
timely  manner.  It  is  the  SFAC  responsibility  to  provide  clear  instructions  of 
the  requirements  of  the  grant  agreement.  In  addition,  the  SFAC  is 
responsible  for  requesting  all  required  materials  for  the  grant  agreement  in  a 
timely  manner. 

Finally,  although  the  requirements  for  yearly  audited  financial  statements 
were  established,  they  were  not  clearly  enforced  by  SFAC. 

In  moving  forward,  because  of  this  review  process,  the  AAACC  is  clearly 
aware  of  the  requirements  of  the  Grant  Agreement  and  has  corrected  all 
listed  concerns  in  the  report.  Although  we  realize  ultimately,  the  AAACC  is 
responsible,  the  SFAC  should  play  a  stronger  role  in  outlining  and  enforcing 
the  requirements  of  the  grant  agreement. 


London  Breed 
Executive  Director 


Cc:  San  Francisco  Arts  Commission 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 
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